
 
 An Overview of Medicare Preventive Services for Physicians, Providers, 

Suppliers, and Other Health Care Professionals educational video program, provides 
information on Medicare-covered preventive services, risk factors associated with various 
preventable diseases, and highlights the importance of prevention, detection, and early 
treatment of disease.  The program is an excellent resource to help physicians, providers, 
suppliers, and other health care professionals learn more about preventive benefits covered 
by Medicare. Running approximately 75 minutes in length, the program is suitable for 
individual viewing or for use in conjunction with a conference or training session. To order 
your copy today, go to the Medicare Learning Network Product Ordering page at 
http://cms.meridianksi.com/kc/main/kc_frame.asp?kc_ident=kc0001&loc=5 on the 
CMS website. Available in DVD or VHS format. 

 

MLN Matters Number: MM5634 Related Change Request (CR) #: 5634 

Related CR Release Date: June 15, 2007 Effective Date: July 1, 2007 

Related CR Transmittal #: R1267CP Implementation Date: July 2, 2007 

Update of Claim Adjustment Reason Codes (CARCs) and Remittance Advice 
Remark Codes (RARCs) and Enhancement of Medicare Remit Easy Print 
(MREP) 

Provider Types Affected 

Physicians, providers, and suppliers who submit claims to Medicare contractors 
(carriers, fiscal intermediaries (FIs), regional home health intermediaries (RHHIs), 
Part A/B Medicare Administrative Contractors (A/B MACs), durable medical 
equipment regional carriers (DMERCs) and DME Medicare Administrative 
Contractors (DME MACs)) for services. 

Provider Action Needed 

This article is based on Change Request (CR) 5634 which instructs Medicare 
contractors that a Remittance Advice Remark Code (RARC) must be used with 
Claim Adjustment Reason Codes (CARCs) 16, 17, 96, 125, and A1.  CR5634 also 
instructs that updated Medicare Remit Easy Print (MREP) software will be 
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provided which incorporates enhancements approved by the Centers for Medicare 
& Medicaid Services (CMS) and the currently valid Claim Adjustment Reason and 
and Remittance Advice Remark Codes.  

Background 

The Health Insurance Portability and Accountability Act (HIPAA) of 1996 instructs 
health plans to be able to conduct standard electronic transactions (submission of 
claims, claims inquiries, electronic remittance advice, etc.) adopted under HIPAA 
using valid standard codes. The American National Standards Institute (ANSI) 
Accredited Standards Committee (ASC) X12 transactions are part of the 
Transactions and Code Sets Rule selected by HIPAA, and the ANSI X12 
subcommittee ‘N’ covers standards in the insurance industry, including health 
insurance (hence these are X12N standards).  The ANSI ASC X12N transaction 
number 835 (ANSI ASC X12N-835) is the ANSI standard electronic remittance 
advice (ERA) transaction that provides payment information on a submitted claim. 

Claim Adjustment Reason Codes (CARCs) and Remittance Advice 
Remark Codes (RARCs) Update 
As a reminder, Medicare policy states that: 
• Claim Adjustment Reason Codes (CARCs) are required in the remittance 

advice and coordination of benefits transactions, and 
• Remittance Advice Remark Codes (RARCs) are required in the remittance 

advice for both paper and electronic formats. 
When the payment differs from the amount being billed, Payers communicate the 
reason for any adjustment using: 
• Group Codes (which identify who is financially responsible for the amount 

that the payer is not reimbursing), 
• CARCs (which provide an explanation why an amount is being adjusted), and 
• RARCs (which provide a supplemental explanation about the adjustment) Any 

RARC that has the word “Alert” is an informational remark code that does not 
provide any supplemental explanation for a specific adjustment but provides 
general information related to adjudication.  

 
The following table includes Group Codes currently being used by CMS: 
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Group 
Code 

Definition 

CO Contractual Obligation (Provider is financially responsible) 
PR Patient responsibility (Provider can collect the amount from patient) 
OA Other Adjustment (Generally used to report bundling/unbundling 

situation, predetermination of benefits, and secondary payments) 
CR Correction (Used with reversal and correction)  

 
The ANSI ASC X12N-835 Implementation Guide (version 004010A1) requires 
CARCs (if needed) but does not require use of RARCs. A HIPAA compliant 
version of the Implementation Guide for transaction 835 (Health Care Claim 
Payment & Remittance Advice) is available at http://www.wpc-edi.com/HIPAA 
on the CMS website. 
The code committee that maintains the CARC code set recently modified five 
CARCs (16, 17, 96, 125, and A1).  These CARCs were selected for modification 
because they were very generic, and they were used most frequently. Of these 5 
CARCs, the following 4 now require the use of at least one appropriate RARC, and 
they are effective April 1, 2007:  
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CARC Definition 
16 Claim/service lacks information which is needed for adjudication. 

Additional information is supplied using remittance advice remarks 
codes whenever appropriate. This change to be effective 
4/1/2007: At least one Remark Code must be provided (may be 
comprised of either the Remittance Advice Remark Code or 
NCPDP Reject Reason Code.) 
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Payment adjusted because requested information was not 
provided or was insufficient/incomplete. Additional information is 
supplied using the remittance advice remarks codes whenever 
appropriate. This change to be effective 4/1/2007: At least one 
Remark Code must be provided (may be comprised of either the 
Remittance Advice Remark Code or NCPDP Reject Reason 
Code.) 

17  
 
 
 
 
 
 

96 Non-covered charge(s). This change to be effective 4/1/2007: At 
least one Remark Code must be provided (may be comprised of 
either the Remittance Advice Remark Code or NCPDP Reject 
Reason Code.) 

 
 
 
 

125 Payment adjusted due to a submission/billing error(s). Additional 
information is supplied using the remittance advice remarks codes 
whenever appropriate. This change to be effective 4/1/2007: At 
least one Remark Code must be provided (may be comprised of 
either the Remittance Advice Remark Code or NCPDP Reject 
Reason Code.) 

 
 
 
 
 
 
 
The remaining 1 CARC (which follows) also requires at least one RARC, but it is effective 
June 1, 2007. 

 
CARC Definition 

A1 Claim denied charges 
 
 

CMS instructed your Medicare contractor(s) to analyze their current use of RARCs with 
CARCs 16, 17, 96, and 125, and determine if any existing RARCs (that are not currently 
being used) may be appropriate to explain an adjustment.  Your Medicare contractor(s) 
may start using any of the currently existing RARCs with CARCs 16, 17, 96, 125, and A1. 

 
Note:  The most current list of RARCs can be found at http://www.wpc-edi.com/codes   
on the CMS website.  
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In addition, the committee that maintains reason codes approved the following CARC 
effective February 28, 2007: 
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Your Medicare contractor(s) may use CARC 204 instead of CARC 96 and an 
appropriate remark code, e.g., N130. 

 
 

 
 
RARC N130 will be used with CARC 96 as a default combination to be reported on 
all DME claims if: 
• No code has been assigned by your Medicare contractor, and  
• The service is not covered by Medicare. 

Medicare Remit Easy Print (MREP) Enhancement 
CMS developed Medicare Remit Easy Print (MREP) software that gives providers 
a tool to read and print an electronic remittance advice (RA) in a human readable 
format.  Providers who use the MREP software have the ability to print paper 
documentation that can be used to reconcile accounts receivable, as well as 
create document(s) that can be included with claims submissions to 
secondary/tertiary payers for Coordination of Benefits.  Information regarding 
MREP and instructions on obtaining MREP are available through your Medicare 
contractor.  
In a continuing effort to improve MREP, CMS established a process to receive 
suggestions to enhance the functionality and effectiveness of MREP from 
providers, contractors, and CMS staff.  The next updated version of MREP that 
incorporates improvements approved by CMS will be available in July 2007. Note 
that the timeline for the annual MREP enhancement update has changed from 
October to July.  

Additional Information 

The official instruction, CR5634, issued to your carrier, FI, RHHI, A/B MAC, or 
DME MAC regarding this change may be viewed at 
http://www.cms.hhs.gov/Transmittals/downloads/R1267CP.pdf on the CMS 
website. 

CARC Definition 
204 This service/equipment/drug is not covered under the 

patient’s current benefit plan 

RARC Definition 
N130 Consult plan benefit documents for information about 

restrictions for this service 
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If you have any questions, please contact your Medicare carrier, FI, RHHI, A/B 
MAC, or DME MAC at their toll-free number, which may be found at 
http://www.cms.hhs.gov/MLNProducts/downloads/CallCenterTollNumDirectory.zip 
on the CMS website .   
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